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WP-07 Supplemental Rate Case

BPA officially re-opened its WP-07 wholesale power
rate proceeding in early February 2008 to respond

to the recent rulings from the U.S. Court of Appeals
for the Ninth Circuit regarding the 2000 Residential
Exchange Program Settlement Agreements and their
treatment in the WP-02 rates. Results of this re-
opened rate case will also include a return to imple-
menting a traditional Residential Exchange Program
as well as revised power rates for FY 2009. This
effort is called the WP-07 Supplemental Rate Case.

BPA does not receive appropriations and, by law,
must cover all of its costs through the sale of its
power and transmission services. Rates are set to
recover the costs of providing the products and
services that BPA sells. Essentially, a rate is deter-
mined by adding up all the costs anticipated for the
coming rate period, then subtracting any credits BPA
may receive. In addition, costs must be added to
cover potential risks. The remaining costs after
subtracting the credits are divided by BPA’s appli-
cable load (the amount of electricity to be delivered
at that rate), and this equals the rate, or price, of
BPA’s power.

A rate case is a legal proceeding, and BPA is
required to follow a process set out in Section 7(i)
of the Northwest Power Act of 1980. This fact sheet
provides information about the WP-07 Supplemental
Rate Case and its schedule.

BPA’s proposal

In 2000, BPA entered into REP Settlement Agree-
ments with the region’s six investor-owned utilities
to resolve long-standing disputes over the implemen-
tation of the REP. These agreements established the

level of REP benefits for FY 2002 through 2011.

In 2007, the Ninth Circuit Court in three rulings and
three memorandum opinions, found BPA’s 2000 REP
Settlement Agreements inconsistent with the North-
west Power Act. The court also ruled that the costs of
the settlements were unlawfully allocated to prefer-
ence customers. Preference customers are coopera-
tives or public bodies, such as municipalities and
public utility districts, which, by law, have priority
access to federally generated power. These REP
settlement costs have been in BPA’s power rates paid
by preference customers since FY 2002.

In the WP-07 Supplemental Rate Case, BPA proposes
to address the court’s rulings in three steps. First, BPA
proposes to determine the amount of any overpay-
ments to the IOUs (called lookback amounts) that
represent costs that should not have been included in
preference customer rates. Second, BPA proposes to
recover these overpayments through reduced power
rates to the extent possible, from each IOU through
reductions in future REP payments. Last, BPA
proposes to return the lookback amounts to prefer-
ence customers over time, beginning in FY 2009,
through power rates. BPA’s proposal will also estab-
lish the rate used to calculate FY 2009 REP benefits
provided to IOUs. In addition, BPA is proposing to
revise the 7(b)(2) implementation methodology and
legal interpretation.




Specifically, BPA is responding to the issues raised by
the Court by proposing the following:

» Disburse to Northwest utilities $504 million BPA
is collecting in rates for REP settlement benefits
but has not been distributing since the original
May 2007 court decisions. Of this, publicly owned
utilities would receive $315 million in cash, and
I0Us would receive $189 million in REP benefits.
These payments would be made either in 2008
through interim agreements and associated
true-ups to the rate case results or in FY 2009 for
utilities that do not enter into interim agreements.

* Provide $620 million in future rate relief to
publicly owned utilities to repay them for over-
payments they made during FY 2002-2007. This
would be achieved through reduced REP payments
to IOUs in FY 2009 and beyond, until each
utility’s part of the $620 million is paid off.

e Reduce wholesale power rates to preference
customers 4 percent on average in FY 2009,
from $27.3 per megawatt-hour to $26.2 per MWh.
This reflects a reduction in REP benefits to
$202 million from the $336 million that would
have occurred under the settlement agreements.
Updated costs and other financial information for
FY 2009 are also included in this rate reduction.

* Re-establish the REP and set FY 2009 benefits for
residential and small-farm consumers served by

investor-owned utilities at $250 million. Actual
payments to the investor-owned utilities in

FY 2009 would be reduced to $202 million under
BPA’s proposal because part of the $250 million
in REP benefits will be applied toward paying
back the $620 million.

The table below compares BPA’s proposal with REP
benefits that would have been received under the
settlement agreements found unlawful by the court.

Concurrent with the WP-07 Supplemental Rate Case,
BPA is reviewing and revising the 1984 Average
System Cost (ASC) methodology in recognition of
changes in energy markets and/or policy decisions
over the past 20 years. ASCs are another component
needed to implement the REP. BPA proposes to
establish a new 2008 ASC Methodology in parallel
with the WP-07 Supplemental Rate Case.

The ASC methodology and costs for FY 2009,
including fish recovery costs, are being treated in
processes parallel to but separate from the rate case.
Also, BPA expects changes to its fish and wildlife
commitments. The major change is expected to come
from the final new biological opinion on river opera-
tions, expected in the spring of 2008. BPA will hold
a workshop in the spring to review estimates of fish
costs likely to result from the remand of the 2004
Biological Opinion. At that time, BPA will decide
the appropriate level to put into the rates.

Comparison of FY 2009 REP Benefits
(millions of dollars)

What REP benefits Expected REP
would have been benefits applied to
under settlements REP benefits Actual REP payments lookback amount

Avista Energy 21.0 27.8 23.3 4.5
Idaho Power* 31.6 9.2 0.0 0.0
NorthWestern 3.9 7.6 6.4 1.2
PacifiCorp 92.6 50.8 42.7 8.1
PGE 78.9 54.6 45.8 8.8
Puget Sound 108.3 100.2 841 16.1
Total 336.3 250.2 202.3 38.7

* If Idaho Power participates in the REP, their REP benefits first go toward their existing deemer balance.



Record of Decision

A record is kept of all materials in the rate case,
including comments, testimony, exhibits, hearing
transcriptions and other relevant documents. The
BPA administrator reviews this official record and
then makes final decisions on the rates. The record
of decision documents the administrator’s decisions
and summarizes comments from participants.

Publishing the ROD is how a federal agency
notifies the public of its decision and the rationale
for that decision. All BPA RODs are posted at
www.bpa.gov/corporate/pubs/rods/.

FERC Filing

Once BPA completes its ROD, BPA submits its rates
(and the entire record of the rate proceeding) to the
Federal Energy Regulatory Commission for approval.
Because final approval can take time, FERC frequent-
ly grants interim approval. FERC reviews the pro-
posed rates and determines whether or not 1) costs
have been correctly allocated between power and
transmission rates and 2) the proposed rates are
sufficient to recover BPA’s costs.

Schedule

The formal rate case will continue until the final ROD
is released, which is anticipated in August 2008. The
decision will be sent to FERC around Aug. 29, with
interim approval expected in late September. Rates
would go into effect on Oct. 1, 2008.

Related Materials

“A history of BPA’s Residential Exchange Program”
at www.bpa.gov/corporate/pubs/fact_sheets/07fs/
f5061507.pdf.

“WP-07 power rates” at www.bpa.gov/corporate/
pubs/fact_sheets/06fs/fs0706b.pdf.

For more information

For more information about this rate case or public
meeting, please call (800) 622-4519 or visit the
project Web site: www.bpa.gov/corporate/ratecase.

BONNEVILLE POWER ADMINISTRATION
DOE/BP-3876 « MARCH 2008

3




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (These "optimized" settings are consistent with BPA External Web Standards issued on 12-31-2005.  They are similar to the High Quality default settings, except:  1\) file resolution is reduced to 600 dpi;  2\) fast web view is turned off; and  3\) color and grayscale images above 225 ppi will be downsampled to 150 ppi \(to lower resolution\).)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


